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How Work Incentives for Self Employment Help You: 
 

When assessing how much you are earning in self employment, the Social Security Admin-
istration (SSA) counts the Net Earnings from Self Employment (NESE). This is your gross 
receipts minus your business expenses times .9235. This way, only a portion of your net 
earnings are counted in determining your income from self-employment. 
 
For self-employment, SSA will work with you to project your NESE over an entire calendar 
year. SSA will adjust your monthly SSI cash benefit based on these projections. It is very 
important to know that SSA will take your NESE for a calendar year and divide it by 12 cal-
endar months to get a monthly estimate.  This is true EVEN IF YOU DID NOT WORK IN SELF
-EMPLOYMENT FOR THE FULL CALENDAR YEAR.  SSA will then use a countable income 
formula, to determine your SSI cash benefit.  (See fact sheet “How Your SSI Cash Benefit 
Changes with Your Earnings). SSI recipients need to be aware of several important work 
incentives.   
These include: 

• Property Essential to Self-Support (PESS)—  See separate fact sheet 

• Student Earned Income Exclusion (SEIE) —  See separate fact sheet 

• Impairment-Related Work Expenses (IRWE)— See separate fact sheet  

• Blind Work Expense (BWE)— See separate fact sheet 

• Plan for Achieving Self Support (PASS)—  See separate fact sheet 

 
Steps for Establishing Self Employment: 
 

• First, you will need to determine with SSA if your venture is a trade or business.  Each 
local SSA office has a Technical Expert that can help you understand your business. 

• Second, you need to determine if you need assistance with start-up funds. This can be 
arranged through Vocational Rehabilitation and/or with a PASS. 

• Third, you need to determine a method of finance, bookkeeping, and accounting that 
applies to your business. Are you using a “cash accounting method” which is reporting 
expenses when they are made and recording income when it is received or an “accrual 
accounting method” which is recording income when it is earned not when it is paid, 
and record your expenses when the obligation arises not when you pay it. These two 
methods make a difference in determining your NESE for Social Security purposes. 

• Fourth, you need to ensure you are filing the appropriate forms with the Internal Reve-
nue Service.  

 
The Small Business Administration can offer valuable advice to you regarding your business 
venture, finance and accounting procedures and other important issues that will help you 
in setting up your self-employment and making your self–employment successful. 
 
Other Considerations: 
 
If you receive other state or federal assistance, you will need to understand the impact of 
self-employment on these benefits and entitlements. A Financial Planning for Employment 
Coordinator can help you understand these issues. 

For SSI  
Recipients who engage in 

self-employment, the 
SSA offers some 

work incentives that can 
be useful in starting a 

business and maintaining 
the business. These work 

incentives offer a 
“financial cushion” during 

the start-up of the 
business and throughout 
the life of the business. 

They  are designed to help 
individuals reach self-sufficiency 

through their 
self-employment. 

 
You should contact your local SSA 

Office to 
help you understand the 

specifics of self-employment and 
work incentives and how they 

apply to you. 


